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Introduction 



Who is this book for? 

Professional English in Use Finance is designed to help intermediate and up 
intermediate learners of business English improve their financial vocabulary 
perhaps their knowledge of finance. It is for people studying English before 
work as well as for those already working who need English in their job. 
You can use the book on your own for self-study, or with a teacher in the c 



How is the book organized? 






iLangi r rence section, giving example. . 



The left-hand page 

This page introduces new vocabulary for each thematic area. The presentation is divided 
into sections indicated by letters - usually A, B and C - with simple, clear titles. 



with ce 






The right-hand page 

The exercises on tin 



vtureoi Profession 


;/ English „ 


i Use Hn, 


ncc is 
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to you section a 


t the 






• you the chance 








; in the unit in rclati 










l, studies or opin 




:m you will need to 


imd inform 


Hum on tl 




met or ir 


■ newspapers. 




lets can do this sect 


ion as a wt 


itten acriv 


ity. 








n, the Over to you 


sections ca 


n be used 


as the 


basis foi 


: discussion with the 


in small groups wi 


th a spokesperson foi 


each 


group si 


immarizing the 





using the Over to you section as a written activity, for ex 

How to use the book for self-study 

through the explanations on the left-hand page of the Lin 
hand page. Check your answers in the key. [I you have n 

How to use the book in the classroom 



Learners can work on the units in pairs, with the teacher going n 
and advising. Teachers should get learners to think about the log: 

Cambridge International Certificate in Financial Er 

Professional English in Use Vmance is an ideal scll-sLudv or classr 
students who are preparing for the Cambridge International Cert 
(ICFE). Cambridge ICFE is set at levels B2 and CI of the Counci 
European Framework of Reference for Languages (CEF). The ex; 
determine whether candidates whose first language is not English 
of English to function efficiently, in terms of language ability, wit 

Cambridge ICEI: is for finance students and those already emplo; 



Money and income 



Currency 

(banknotes) and coins i called cash. Most mono himiui consists of 
bank deposits: money that people and organizations have in bank 
accounts. Most of tins is on paper - existing in theory only - and only 



















1. 






|o°vZr Izl z mcy it, ™ru tx 








f After I lost my job, I was living on for three months. Tins was difficult, ~1 

|^ because the amount was much lower than the I had before. 




"A 




Z f I trscd to work as a salesperson, but I wasn't very successful, so I ditto ) 




^ 




° [ Kr makes 10% more than last year ' we ' u " get a at the end of ] 




~^/^ 












a^ 




° ( Many European countr.es now have the sanae , the euro. ) 




W 








^ 




' [ Nearly 40% of everything I earn goes to the government as ) 




^ 








" [ When I retire, my will be 60% of my final salary. ) 



1 bank deposits are not classified as money. 

2 People earning wages get paid more often than people earning 

3 People working on commission always get paid the same amc 






Business finance 



Capital 

hen people want to set up or start a company, the: need money, called ca 






within 



n, fror 



money. Capital can also conic from 

Unit 29) The people who invest money in shn I I | ,| m , 

"art of the company. The money they provide is known as share capital. Individuals and 

ey to companies by bin n 
- loans that pay imcrcst and arc repaid at a fixed future dale. (See Unit 33) 
Money that is owed - that will have to be paid - to other people or businesses is a debt. 
In accounting, companies' debts are usu.ilh called liabilities. Long-term liabilities include 



financial 



lit - that 



d lor 



called working capital 01 funds. 






Revenue 

the cost of sales and operating expenses, such as rent and ilari i kno ,,, profit 
earnings or net income. The part of its profit that a company pays to its shareholders is 
dividend. Companies pay a proportion of their profits to the government as tax, to final 
ent spending. They also retain, or keep, some of their earnings for future use. 




| Financial statements 

Companies give information about their financial sit 
. sn shows the company's assets -the thint 



-v ; ::-a.v: Jl -.,' . ! >.; -..,:. 



3 Small companies often t 



12 We had to raise C 50,000 in order to Marl the business. (7) 

.1 We're going to pay back some of the people who lent us money, and re 

14 I decided to buy a $10,000 instead of shares, as it's probably sa 

16 Another term for profit is net (6) 

18 I think this is a good investment: it pays 8% (8) 

20 When they saw our financial statements, the bank refused to us 

21 Profit is the difference between revenue and (8) 



We our suppliers $100,000 for goods bought on 

credit. (3) 

Thirty per cent of our profits'goes'straight to the ^ M 










Accounting and accountancy 

Accounting 

examination systems, and make technical and ethical rules: these relate to accepted 

■in;; i-. die day to-day recording of transactions. 

iiKitl statements for 

shareholders and creditors (people or organizations who have lent money to a con 

ill accounting involves the use of accounting data by managers, for mal 



company. 
I In external audii examines die truth and fairness of financial statements. It tries to prevent 
what is called 'u ■ ° ■ which means recording transactions and values in a way 

that produces .1 false result usually an artilicialh high profit. 

Laws, rules and standards 

cvclungcs have to follow rules set by the Securities and Kxch.iniyc Commission (SHC), a 
government agency. In Britain, the rules, which are called standards, ha\e been established by 
independent organizations such as the Accounting Standards Board (ASB), and by the 

annual accounts in order to give a true and fair view. 

( ompanies in most l-nglish-speaking countries are largely funded by shareholders, both 

shareholders. However, in many continental European countries businesses are largely funded b\ 



\ Uis month, I'm examining theac 


tcounrsof, 


.large manufacturing co 


mp an, ] 


A^ 


J (:r^" sfisuresfromth ' 


Afferent, 


iepartments and make d 


ecisions about our 








/^ 


■^\ 


rannu.ll. 


WsheetJ 





3,2 Match the two parts of the sentences. Look at C Of 



3 In the USA 

4 In Britain and the I ISA 

5 In much of continental hiiropc 



nainly funded by shareholdets ut Mockholdc 
e of corporate finance is banks. 



3.3 Find verbs in A, B and C opp, 



Ej Bookkeeping 



Double-entry bookkeeping 

cireer as a bookkeeper. Bookkeepers 




BrE: debtors; AmE: a 
BrE: creditors; AmE: 
BrE: stock; AmE: inv 


ccounts receivable 
accounts payable 






Day books and ledgers 

'For accounts with a large number of trai 

often record the transactions in . J: Is, and then put a daily or weekly 

In Britain, they call the mam books of account nominal ledgers. Creditors - supplier 
ledger. They still use these names, even though these days all the information is on a 






Balancing the books 



Company law 1 



Partnerships 






rhi' risks ami profits. In Britain an 

eh his, so lIi. pail) 

Furthermore, partnerships .in- not eixil entities, so in case of 

individual partners and not the partnership that is taken to c 

European countries there are various kinds of partnership w 

A sole trader husmess - an enterprise owned and operated b 



;e froi 



s, dies 



holders. It ca 



in thenrvlc, 



means that the o\\ in l i ioi oi icsponsible for - the be 

their share capital: the amount of cash th 

company. This limitation of liabilii; encourages imcsiors lo risk their money i 

part owners of companies, while leaving the management of these companies 



These 



nent for the shareholders, and how the managers are accountable to 
dcis. These include separating the job of chairman irom that oi man 
rd of directors 



t offer it 



. 



comn 


more objective: less influe 


need by their opinii 


3ns and b 


ell, is. 


Ihe 


BrE: 


chairman; AmE: president 


lief executive officei 


■ (CEO) 




Founding companies 

When people found or start cor 
and a Memorandum of Associa 


tion. The Articles c 


up or pre 




" 


the rights and duties of tl 


ae shareholders «, 


,. e 


:r(Se 


e Un 
id it! 


. 


the relationships betweer 


.shareholders and 




The r 


Temorandum of Associate 


>n states: 








■ 


the company's name 










■ 


the location of the comp; 


red office - when 


; to send < 


■ 


the company's purpose - 


its aims or objects 


-es 






■ 


the authorized shar >pii.i ik maximum 


share ca, 


,itali. 




iBr,, 
BrE: 


Sr^of^ciatio' 


i: Bylaws 

n; AmE: Certificate i 


rflncorpo 


latfcNl 


1 



opposite. 

2 The « lers til, I | II I ) I 

3 Mam companies are not owned by their managers. 

1 r "' ' ] "H i ii hj idvice than full-time di 

G In case of a dispute, people ean take Bi itish companies and partnerships t 
Make word combinations using a word from each box. Then match the wo 






: lllc » a >' a coinpaii) is managed for its owners 

5.3 Complete the document. Look at C opposite to help you. 



. The name of the Company is Language Services Pty Limited. 

■ The (b) f the Company will be in Austra 

• Tne <c) for which the Company is establis 



|3 Company law 2 



Private and public companies 






.■II their 



d' or 'Ltd' at the end of their name. They are no 
jmpared to around 2,000 



. . „.. | .■.■■!.. 

and their shares are publicly traded on the London Stock Exchange. A stock exchange is 
a market where anyone can buy stocks and shares. The US equivalent of a PLC is a 
company or corporation registered with the Securities and Exchange Commission (SEC). 

reports (i.e. even' three months). They report on: 

■ sales revenue or turnover the money received by the company in that period from 
selling goods or services 

■ gross profit - turnover less cost of sales 







statements 


„ld notes (see Unas 11-14 


,andtheau 


ditors' report on the financial statements. 




• Cr 


minus per share up 25% 
vi. lend per share up 17% 


slrong: 

,H 2(,./p 
to 8.25p 


the whole portfolio. 

hie. . me growth was particularly 

based contributions by business and 
by income type. 



..'...• 



or Bylaws. 
If there is 



in or Certificate of Incor] 



(2) 


ares on the 






■ are called public 

(3) companies 


■ are called SEC- 
registered companies 


companies. 


companies. 


■ produce (5) 


- ^ 6 W 


■ publish an (8) an 


d hold an (9) 








1 behaviour that break', the law 



cost of making and 


selling the 


goods, and de 








ey a company rece 


ves fmm s 


llmg goods oi 



. I d e rs can ask company directors questions 
6 Companies can hold an emergency general mccnm 
a about their sales and profits every three months. 



Accounting policies and standards 

Valuation and measurement 

regularly have to publish the value of their assets and liabilities. Companies also have to 
calculate their profits or losses: their managers need this information, and so do 
shareholders, Hon.; , , 

official accounting standards. In the USA, there are Generally Accepted Accounting 
Principles (GAAP). In most of the rest of the world there are International Financial 
Reporting Standards (ll'RSi, set by the International Accounting Standards Board. These 



Although businesses can choose among different accounting policies, they 


have to be 










disclosed or revealed to the shareholders: the Annual Report will contain a 


'Statement of 


Accounting Policies' that mentions any changes thai have been made. This 




shareholders to compare profits and values with those of previous years. 




Areas in which the choice of policies can make a big difference to the final 


profit figure 


' ! ' '■ ■ — ■ a is a i i the company's accoui 


its (see Una '<;, 


the valuation of stock or inventory, and the making of provisions - amoun 




deducted from profits - for future pension payments. 




As there is always more than one way ot presenting, accounts, the accounts 


of British 


companies have to ■ t inci il situ ition - me 




various possibilities - rather than the true and fair view - meaning only one 


: is possible. 


BrE: depreciation; AmE: depreciation, amortization 1 




BrE: a true and fair view; AmE: a fair presentation | 





Historical cost and inflation accounting 

The aim of accounting standards (see Unit 3) is to provide shareholders with the 
I I II I 1 the current value is not important it the 

:. i inn ihii i il i i -lint of changing prices. One system used is i 







anagcrs, mix 






tors and the 


There 














lies li 










the hi 












and no 


their 


rn usually do 
the current n 


irl<e 


vnli 




need tc 
















tine, methods they 






which 


leans 


regularly usin 


the 


same 


methods. 


re the fc 


How, 


B statements t 


uec 


rfals 


e? Find reas 


Comp. 




e told which . 


ccot 


nting 


policies to 






this in their Annual Report. 
3 Companies could produce several profit figures, depending on how they depreciated their 



c 



Qj Accounting assumptions and principles 

jjjjQ Assumptions 



:o (artificial) time periods such as the financial ycai 






AmE: fiscal year 

Principles 

principle and the h iplc, mentioned in Unit 7): 

■ The full-disclosure principle states that financial reporting must include all significant 



you choose the one thai is least likely to overstate or over-estimate assets or income 
■ The objectivity principle says that accounts should be based on facts and not on pe 



neec 


ssanly subjec 








The 




iple ■ 


that 






This mean 


sthe 




goo 


s delivered, i 


ot when th 


yare 




The 


i : : - r 


eiple, whic 






related to revenue 


recognitior 




















dedrn 




the 


::\x"P 


ng period a 


the 












4 revenue recognition principle 

a showing a profit divided into US dollars, cuius, Sw is-, francs, etc. 

b publishing financial statements for a 15-month period, because this will show better j 

d waiting until customers pay before recording expenses 

e listing the owners' personal assets in a company's financial statements 

f valuing assets and estimating future revenue at the highest possible figures 

8.2 Complete the sentences, look at A and B opposite to help you. 






8.3 Complete the table with words from A, B and C opposite and related forms. Put a sties, 
in front of the stressed syllable in each word. The first one has been done for you. Then 



' objectivity 
subjectivit 






Depreciation and amortization 



Fixed assets 

A company's assets are usually divided into current assets like cash and stock or inven 
which will he used or converted into cash in less than a year, and fixed assets such as 
buildings and equipment, which will continue to be used by the business for many yer 
But fixed assets wear out - become unusable, or become obsolete - out of date, and 
eventually have little or no value. Consequently fixed assets are depreciated: their vain 
a balance sheet is reduced each year by a char n the profit and loss 

account. In other words, part of the com of the asset is deducted from the profits each 
The accounting technique or depreciation makes it unnecessary to charge the whole c 
of a fixed asset against profits in the year it is purchased. Instead it can be charged dt 



BrE: fixec 



:s; AmE: property, plan 



Valuation 

Land is usually not depreciated because it t 
companies occasional!; revalue - calculate a new value for - appreciating fixed assets like 
land and buildings in their balance sheers. I he revaluation is at either current replacement 
cost -how much it would cost to buy new ones, or at net realizable value (NRV) - how 
much they could be sold lor. I his rs not allowed m the LISA. Apart from this exception, 
appreciation is only recorded in countries thai use inflation accounting systems. (See Unit 1 

purchase price of assers - do not usually record an estimated market value - the price at 
which something could be sold today. I he conservatism and objectivity principles suppo 
this; and where the company is a going concern, the market value of fixed assets is not 
important. (See Units 7 and 8) 



Depreciation systems 
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ins charging equa 
cring 10% of the 


/ 






km 


>peai 


























cotirag 


it. h 






example, 




pan 


dedt 


cts :: 


single yea 


.it'rec 


ices" 


s pn 


lis. 


and therefore the 








assets Tnc 


ay. Co 


SCtjl 

auge 




ngs, 


can be va 


u d.,r 




sheets. In 




this 






be considered a t 


uea 







■ ' '■■' .'■■■' 

s against profit during the lifetime ol the as 
value from profits ever; \xjv (or 10 years). 







3 Because land usually ap 



9.3 Match the two parts ot the sentences. Look at B and C opposite to help y< 
2 Accelerated depreciation alKms companies to 









JJ Auditing 



Internal auditing 

statements, these arc i is an examination c 

a company's accounts by its own miun il m- u . •. hey evaluate the 

accuracy or correctness of the accounts, and check for crroi s. They make sure that the 
accounts comply with, or follow, established policies, procedures, standards, laws and 
regulations. (See Units v and Si The imenial auditors also check the company's systems 
dons, valuing assets and so 



these are adequate or sufficie 



• : 



During the audit, the external auditors examine the company's systems of internal 
control, to see whether transactions have been recorded correctly. They check whether the 

correct. For example, they usually check that some of the debtors recorded on the balance 
sheet are genuine. They also check the annual stock lake - the count of all the goods held 



totally independent. 

Irregularities 


a client 


snolo 


d " JBrE: stock take; 

6 AmE: count of the inventory 




/W— 


audk U report. 




s'tatingVafthe' 




according to 

auditors? Have 

accounting 
principles 
been applied 










V 






— 


irregularities: systems 


H 






t 




I 








1 




follow the advice 
given in the 






rSESr 10 


*■ 


-W 




what needs to 
changed. 


be'" 8 











Professional English in Use I 



tch the job titles (1-4) with the descriptions (a-d). Look at A mul b opposite 10 help v< 
ookkeepers a company employees w inan> :ial statements 



auditors c people who prepare financ 
1 auditors d people who prepare a com 






h i, < omplete the table with words from A, B and C opposite and related forms. Put a stress n 
in front of the stressed syllabic in each word. I he first one has been done for you. Then 



with company policies and general 



' compliance ~ ~ 






The balance sheet 1 

Assets, liabilities and capital 

Balance Sheet, 31 December 20_ _ ($'000) 



),000 



Company law in Britain, ami the Securities and hxehanee Commission in the US, require 
companies to publish ts statements for shareholders and creditors. 

always the same, so they balance. One half shows a busnn • 

owned by the company, such as factories and machines, thai will bring future economic 

benefits. The other half shows the compamA h . , , u l or shareholders' 

equity (sec below). Liabilities arc obligations to pay other organizations or people: money 

that the company owes, or will owe at .1 future date. 1 hese often include loans, taxes that 

will soon have to be ■ > ■ ' - a ■ \ and bills from 

suppliers: companies which provide raw 

baser a period ..I lane bclori dies have 

credit. Since assets are shown as debits (as the cash or capital account was debited to 

purchase them), and the total must correspond with the total sum of die credits - that is 

the liabilities ,\n,' . ; ■ 1 - , 

American and continental European companies usually put assets on the left and capital 

and liabilities on the right. In Britain, this was traditionally the other way round, but now 

most British companies use a vertical format, wilh assets at die top, and liabilities and 

capital below. 



Shareholders' equity 

share capital - the money the company raised by selling 11 

cquitv also melius ■ . . 






11.1 Are the following 









distribute 
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grant 






money 


retain 






profits 
earnings 
credit 




tofou 






, 


e customers who 


them 30 o 


■■•■■ 






J our accountants are being investigated for 
■aud - on the brighter side, our financial si, u, in, ■m\ 




The balance sheet 2: assets 



Fixed and current assets 

E— 1 Balanced Oecem^. ,,000, 



xountinr 




ets; 


iregener 


ally divided intc 


fixed and 


curren 


t asset 


s.Fi 


xed assets 














J equi| 












:ssf 












I pre 


,bahh he , 


le busine 




the 


: 






















lies or people w 




,ncy til 


e> will 


ha; 




future, ; 


.nds 



















f a company thinks a debt will not be paid, it has to antiu, 

• reparation foi the loss happening, according to the conservatism principle. (See I lint 

■■■■■■ ' : ■ ' ' . ... 



Manufacturing companies generally have a stock of raw materials, work- 
partially manufactured products - and products ready for sale. There are various w.n 
Likiing slock oi imentory, but generally they are valued at the lower of i 

..lone on the Hems -or the I'urreni marker pi ice. 'litis is another example of consetvat 
ir the stock is expected to be sold at a profit, you should not anticipate profits. 

Tangible and intangible assets 

laneiblc assets are generally recorded at their historical cost'fsee Unit 7) less accmt 

Intangible assets in i , - legally protected names for a company's pre 

patents - exclusive rights to produce a particular new product for a fixed period, .111 
cannot be used by other 

tangible assets. For 1 : ..:.:. uld be worth more on the stock 



12.2 Match the two parts of the sentences. Look at A, B and C o 



buying or making th 



ire examples of intangible assets, 
ire examples of tangible, fixed as 



1 2.3 Sort the following into current, fixed and intangible as 



The balance sheet 3: liabilities 



onds. (See Unit 33) 



I creditors -largely suppliers of g. 

time of purchase 
I planned dividends 



Current liabilities 








Short-term debt 






















8593 










Non-current lla 
























Other non-current liabilitie 






















20,750 


Shareholders' equity 
















^ Retained earnings 






H209 


Total liabilities and Shareho 


ders' eq 


ity 


34,959 



Accrued expenses 

m iplc, under which transactions and other events are reported 
in the periods to which they relate and not when cash is received or paid, balance sheets 
usually include accrued expenses. These are expenses that have accumulated or built up 
during the accounting year but will not be paid until the following year, after the date of 
the balance sheet. So accrued expenses are charged against income - that is, deducted 

expenses could inch. I .. ,nd utilii I ill r mpl 1 i ity and watei 

Shareholders' equity on the balance sheet 

■' ■ ■ 1 1 corded on the same part of the balance sheet as liabilities, 

because it is money belonging to the shareholders and not the company. 



Are the following staiemcnts true or false? 1 and reasons i,,r wuir answers in A, B and ( 
opposite. 

1 A current liability will he paid before the date of the balance sheet. 

2 A liability that must be paid in 13 months time is classM- v ■ 

4 Shareholders' equity consists of the money paid for shares, and retained earnings. 

5 If companies retain part of their pioh'ts, this nionei no longer belongs to the owners 
C ( .ompanies can sell sh.iri it a higher value than the one staled on them. 






Accou 


its payable 


Land 


nd build 


ngs 






Invest 






Dnuh 






nel eqim 








Defer 






Accou 


its receivable 


Long- 


era, deb 






J The other financial statements 

The profit and loss account 

Companies' annual reports contain a profit SeOfby PLC 



prolil loi nol loi ! 

generally produce an income and 

expenditure this is culled a stirplt 
At the top of these statements is l 



such as raw materials, labour, and factory 
expenses. The difference between the sales 

be deducted from gross profit, such as rent, elect nciu and office salaries. Tl 

■ ;• >■' ■ '. . > : ^ : s ' . ' : : - \ 

The statement also usually shows EBITDA (earnings before interest, tax, depn 
amortization) and EBIT (earnings before interest and tax). The first figure is ir 
depreciation rind amortization expenses can vary depending on winch system t 



et profit, often called the bottom line. This profit ca 



BtE: net profit; AmE: m 



The cash flow statement 



}r selling property, plant a 



application of funds SB 






3 EBIT/ EBITDA 



(1) means making money by selling goods and services. (2) 

is spending cash, for the business's future growth, including cash acquired b\ selling 

assets. (3) involves raising ininici h\ issuing stocks and bonds (and also 

paying dividends and interest and repaying bond. Ii is hetlei to the company if it can 



Changes in oper 


ting as 


ctsnndliahililk. 


s Payment 


ro repi 


rchase srock 


Dividends paid 












Purchase of plan 






Deprecia 






Net income 






Income 




able 


Issuance of stock 






Repaym 


ntofde 


ir 



Godwin-Malone Inc, New York 



20__ 20__ 



Net cash provided 


ig new stock 




2 ,4 


167 


NetcaThlseTfori 


y, plant and e 




^J51 


-1,755 


Change in cash an 

Cash and equivalen 




of™"' 


as 


= 



Financial ratios 1 






■ efficiency: how well a company i 

Liquidity and solvency ratios 



implc, if MacKen/ic l.ic (sec Units I2-I.1) lias ciirrci 
Dilities of $15,197,000, its current ratio is 1.53, whic 



this reduces their risk. Yet shareholders usually prefer it to he low, because this means tha 
the company has invested its assets for the future. 

1 ' •-' >" siin.nl ' cis num. to I. ", iiiuiit.ui, is the v 

might be difficult to sell. MacKenzie Inc's quick ratio is 1.15. 

Earnings and dividends 



■., i 

and it has issued 2 million shares LPS -')" 



the market price of an ordinary share This is the price/earnings ratio or P/E ratio. It 

the nast vear's EPS shows how expensive the share is. If a company 

has EPS of €0.75 and the share is selling for 
€9.00, the P/E ratio is 12 (€9 per share divided In GO.' 5 earnings per share = 12 P/E.) A 
high I VI ■: ratio shows that investors are prepared to pay a high multiple of th 



share, because they 


expect ,t 


to do well in the future. 






ordinary share divi 




M r , ■ ; • .. .' ;;: ! 


\ 


'z::t 



company has EPS of o cents and it p.us oi.i a .in idem! of 10 cents, the dividend cover is 
/ 30 = 2.5. A high dividend cover shows that the company has a lot of money, but that it i 
not being very generous to its shareholders. A ratio of 2.0 or higher is generally considerc. 
safe (it means that the company c . thin lei w 1.5 is 

risky. A low dividend cover - below 1 .0 - means the company is paying out retained 



id C opposite to help yt 



it retained sutplust 



3 A high cu 

4 Wail Street is on a historic pi v a around 35, which 

a it does i if -t mil ii company is utilizing its resourc 

b its dividend cover will fall below 1.0. 

c makes the market very expensive, as the long lerm average is 14.45. 




3 Financial ratios 2 




i how efficiently the firm's assets are being used 



compared t 


d or highly leveraged 


omi 




ne tha 


has a lot of det 


This is intei 
shows how 

generating t 


r (e.g. below 1.0) show 


pay 


tied. It 

ong-tei 


ompa 


aving difficulties 


os, 2005 










BrE: gearing; 

1 AmE: leverage 



Growth Rates % 

Sales 11.5 29.4 10.7 
EPS 3.2 21.2 11.2 


Price Ratio 

P/E Ratio 




13.9 




14.5 


20.6 


Profit Margins 

Pre-Tax Margin 
Net Profit Margin 




15.5 




23.7 
16.3 


47.3 
7.6 


Financial Condition 

Debt/Equity Ratio 
Interest Cover 




2.0 




1.32 
2.1 


'■' 


Investment Return 




15.7 
1.2 




13.2 


14.5 
2.5 






Predicting insolvency: the Altman Z-Score 



The Z-Scoi 
5 financial 
using8vai 


•e was created by Edward Altman in the 
ratios and a weighting system to predict 
iables from its financial statements. 


The 5 fire 
A EBIT / 
C Marke 


lies / Total Assets x 0.! 



E Retained Earnings /Total Assets x 1.4 

Therefore the Z-Score = A x 3.3 + B x 0.999 + C x 0.6 + 



Which ratio in the Z-Score takes into account: 
1 money used for everyday expenses? 

.'Hiled profits belonging to the share' 
3 income or earnings before interest and tax are deducte 



ig bankrupt within 2 ye 
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Cost accounting 



| Direct and indirect costs 

company managers can know what price to charge for particular products and services 
and which are the m ci costs - those that can be directly related to die 

manufacturing materials and manufacturing wages. But then are als. . indirect costs or 
overheads - costs and expenses that cannot be identified with particular manufacturing 

company's offices and factories, electricity for lighting and heating, the maintenance 

Costs such as thesi u 
or income statemen 

| Fixed and variable costs 

Companies also differentiate between fixed costs and variable costs, taxed costs are lht.se 

and inun i j> i\ mi i ,: , .ion to the volume 

of production, such as components and raw materials, and overtime payments. 

various products they make: that is, they divide up the costs and charge them to the 
diiien in produt attempts to charge all direct costs and all 

each of the company's prodm i • ik ulates all the costs 

connected with a particular activity (e.g. product design, manufacturing, distribution, 

customer service), even it they are carried out by different departments in the company. 

Most companies have departments or functions that do not generate any 

profit but only incur costs (e.g. accounting and legal departments). For I BrE- cost centre- 

accounting purposes, companies often make these departments into cost 

centres, and allocate or charge all the costs related to them separately. I ! I 



Breakeven analysis 












When deciding whether it would be profitable t 
companies do a breakeven analysis. This comp. 
expected costs - both direct and indirect - at va 
point is the sales volume - the number of units 
costs - pays all its expenses. To make a profit, i 


-es expected sales of the new produ 
ious production levels. The breakev 

old - at which the company covers 


Altho 


.ghe 

the 
the 


so depend on: 


■s compa 
' prodtic 












the 


ompany's objective 


- the go 


als or a 


ms 


t wants to ace 


miplish 




the 


ompany's marketin 


; policies 


-whether 


t is interested 


n maximizing sa 



E 
















I'.ad debts 




/ 




• 


Components 


/ 






/ 


H,. -■ t. -Ml. .Ml. I..m , 










Electricity for heating 










Equipment repairs 










Factory canteen 










Overtime pay 










Raw materials 










Property tax 










Rent 
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providing 
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•J Pricing 



Manufacturers' pricing strategies 











■ Companies' prices are influenced by production and 

■ Mark-up or cost-plus pricing: some firms just calculate 

profit, because they want a big market share. This 
of scale, e.g. Bic pens, lighters and razors; Dell PCs. 
price, e.g. for a new hi-tech product, so the company 

it's able to supply, it can raise its prices. This is often 

■ Prestige pricing or image pricing: products positioned 
price: the target customers probably won't buy them if 

■ Going-rate pricing: if a product is almost identical to 
competitors' products, companies might charge the 


sales target/profit target: ! /: 
^*et^«re:*em> TW Wr,f 



Retail pricing strategies 



. Loss-leader 


ricing' retailers (eg supern 


arkets) often 




3ms at a very low price tha 


isn't profitable, 


to attract cu 


tomers who then buy more 


products which 


■ Odd pricing 


ve°a cutameTsea a™ice 


Df€29.95asin 


the€20pri 


e range rather than the €3 


Oone. 


"ES 


ns^e' glffte price iscu? 


sattcrlase 


is inelastic. 







s'. Then use the verbs to complete the 



really high prices. 

4 Our product's really the same as our competitors', so we'll probably 



in the box with th 



:low. Look at A and B 



mark-up pricing odd pricing prestige pricing 


■ 








can charge i very high price. ^ 


' 




? 










breakeven price, but this brings in 
customers who also buy a lot of 
other things. 




$10 or $20. Our prices always end 
m 95 or 99 cents. 






-I ' 


IS 


j 


3 


prices, and then reduce them a few 


u—EHrSr 


* 




\" 


the product, and add our profit. 


] 



Personal banking 



transactions at cash i ; which can be used for 
iiiying goods and services as well as for borrowing money. In some countries, people pay 
nils with cheques. In other countries, banks don't issue chequebooks and people pay bill's 
by bank transfer. These include standing orders, which are used to pay regular fixed sums 
of money, and direct debits, which are used when the amount and payment date varies. 


BrE: current account; AmE: checking account 

BrE: cash dispenser, cash machine; AmE: ATM (Automated Teller Machine) 

BrE: cheque; AmE: check 




ianking products and services 









4 J Calling all students! 



1-iml words in B opp, 



of time, usually for .1 specific 



:k property that has not been completely paid for 






.vers in A, B and C oppositi 



jj Commercial and retail banking 

Commercial and retail banks 

When people have more money than they need to spend, they may choose to save it. They 
deposit it in a ban- 
interest to the depositors. The bank then uses the money that has been deposited to grant 
loans - lend money to borrowers who need more money than they have available. Banks 
make a profit by charging a higher rate of interest to borrowers than they pay to depositors. 



Com, 






ss thciv 



I he ca 



sc the i 



a bank that receives a € 100 deposit can lend € 90 of it' If the b< 
of € 100 into nearly € 1,000. In this way, it creates credit of aim 

Loans and risks 



Before lending money, a bank has lo assess or calculate the risk involve 


d. Generally, the 


greater the risk for the bank of not being repaid, the higher the interest 




Most retail bank-, i 


uch as personal 


loans. This means that all customers who have been granted a loan ha\ 




and conditions - they have the same rules for paying back the money. 




Banks have more complicated risk assessment methods for corporate a 


istomers - busine 




§0.1 Complete the s 






:o all your money, this is 



Our products for 

repayments that reflect your c 



auThori 


al branch m 
ed to 




, are en 


ouraged to help lo 




esses and are 












HI 


Weoffe 


standard. 


a e n d r 


s: you c 


an be sure you wo 


Vtgetle 


ss favourable terms || 















20.2 Match the two parts of the sentences. Look at A, B and C opp 



depends on the reserve requirements. 

h.mv risk) u is for the bank I 

■ : -■■■ ... .. . .-.- '.■'.-. ; ■ ■:■. i. .-. ■ ■ 

id people who need to borrow money. 




Financial institutions 



Types of financial institution 






• „l Unit 


33) 




n,t»i 


X^l 




,,,,,,,,* 


« (see Unit 


39) 


:«te ,, yJm 


« i > 


es 



bank, High Street ba 






Specialized banks 
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21.1 Find words in A and B opposite wirh the following meanings. 

1 a company offering financial services 

2 the money a company uses, raised by way of shares and bondi 

3 when two formerly separate companies agree to join together 

4 a company formed by the merger or takeover of several olIht 

5 the ending of some rules and restrictions 





1 arranging mergers 








6 «i\im\ financial advice to c<> 




7 organizing for dcicndine, aui 




8 providing pensions 


21.3 


The extracts below are from w 




Look at A and C opposite to h 



The Federal Reserve was founded by Congress in 


set" 


a the nation withasafer, 




We provide a fall range of products and services, 








ic hiding udvis 


ng on corporate strategy 




Manage your family's diverse business and per 
Build a portfolio tailored to your family's unique 
Play an active role in managing your assets. 


rP s - 











Investment banking 

Raising capital 

Ruth Henly works in an investment bank in New Yoi 

•Unlike comn.cicial hanks, investment hanks like ..in- 

don't lend money. Instead we ac 

between companies and investors. We help cm 

and governments raise capital by issuing securi 

as Mocks and bonds - chat is, we offer them for 

We often underwrite securities issues: in other v 

As well as initial public offerings (IPOs), when 
companies offer stock for sale for the first time, tht 
are other occasions when they raise funds. For 

example, they might want to expand their operatic 
or lo acquire another company, or to reduce their 
amount of debt, or to finance a specific project. I'll 
don't only raise capital from the 

stocks or share-, i,. 




• department. This i 



BtE: flotation; AmE: initial public rjffei 



Mergers and acquisitions 



19 (IPO) 1 



:stment banks often represent firms in merge (see Unit 21), and 

stittttes. A divestiture is when a company sells ither company that 

s. Most of the fee - the money the company pays us for die sen ice - will depend or 



Consulting and research 

'Large corporations have their own finance and corporate develc 
they often use an investment bank like ours because, like a consi 
independent advice, and we have a lot of experience in financial 
have a large network of contacts, and relationships with investo 



- changing the way the business is financed. Large invest 

ml il hi lt.11 1 1 si ink ,1 |. 11 tin. nts wnh 11 - 

:urrencies. Analysts try to work out how much things are worth now, and forecas 

















advise 






- 








analytical 


institute 




- 










- 


value 




- 




Complete the sentences 
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IPOs 


m 


erged underwritten 



.... by Goldman Sachs. 
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22.3 Match the words in the box with the definitions below. Look at A, B and C opposite to help you. 



.1 financial institution that 



Central banking 



The functions of central banks 




Bank in Frankfurt. 

sponsible for monetary policy - 

inflation to maintain f n involves changing ini 



fina 


ncial informatioi 


i for cor 


sinners. In most 


.i.un tries. 


the c 


entral b. 


ink prints and 




rency - putting b 






ft also pa 


""c'r 




learing chcum 


I Jin 


t 21) and settling 


; debts a 


mong commercia 


1 banks. 








The central bank and the commercial banks 








(_How exactly does 


; the cen 


tral bank super™ 


sc the com 


tnerc 


ial bank 


•>) 


we: 


11, commercial ba 


nks hav< 


: to keep reserves 


- a certaii 






ieir deposits ■ 








■f. These at 


e hel 


d bv the 










issct ratio - the minimum f 




ttage of 




has 


to keep in its res 


erves. 












Ito 


ne bank goes bai 


lkrupt, i 


t can quickly affe 


ct the stab 


ilitv 


of the w 






i if depositors th 






might all t 




withdra 
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n act as lender o 
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ulty, to allow the 
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uhy. Ix-cai 




lis could 


lead banks to 



Central banks and exchange rates 






m n mil- responsible for 






[23.3 Make word combinations usine, a word from each box. One word can lie used twice. 
Then use the word combinations to complete the sentences below. Look at A, B and ( 






3 On one da* in \*>1. the bank >.l landand lost over £1 bi 



ml Interest rates 



| Interest rates and monetary policy 

paid by the borrower to the lender for the use of the lender's money. A conntr; 's mi 
interest rate (the lowest rate that any lender can charge) is usually set by the central 
as part of monetary policy, designed to keep inflation low. This can be achieved if d 
(for goods and services, and the money wiili which ro bin them) is nearly the same 

labour - paid work - and capital. When interest rates fall, people borrow more, ani 









| Different interest rates 

conmierci.il hanks. When ilir, rate changes, the comm 
rale from which they calculate all their other deposit ; 
Banks make their profits from the different 




definitions below. Look at A an 






,s. Then put them in ordet, from the lowest 



xtial banks' lending rate for their most secure custon 
■nally borrowing money by spending more than you 1 



_ h l h 



24.3 Are the following statements true or lake? land reasons for your answer: 

1 All interest rates arc set by central banks. 

2 When interest rates fall, people tend to spend and borrow more. 

3 A borrower who is very solvent will pay a very high interest rate. 

4 Loans are usually cheaper if they are guaranteed by some form of secti 

5 If banks make loans to customers with a lower level of solvency, they ca 




■■, 2 Wun Use finance 



Money markets 



The money markets 



:t. So ca 



bank that 



nt that 



,h loi 



s 

use the 



le. Through the money markets, borrowers can find short-term In 

turning assets into cash. They can also deal with irregular cash flows - in-comings and 

out-goings of money - more cheaply than borrowing from a commercial bank. Similarly, 

rates: higher ones than they would get from a bank, borrowers and lenders in the money 

Common money market instruments 

■ Treasury bills (or T-bills) are bonds issued by governments. The most common maturir 
the length of time before a bond becomes repayable - is three months, although they ca 
have a maturity of up to one year. T-bills in a country's own currency are generall) the 
safest possible investment. I hev are usually sold at a discount from their nominal value 
the value written on them - rather than paying interest. For example, a T-bill can be so 

months later. 



C 



inerci.il paper is a short-tetm loan issued by major companies, also sold ai 
mnt. It is unsecured, which means it is not guaranteed by the company's a: 

•uments - written promises to repay a debt. They are issued by banks to lai 
: deposits, because the holder agrees to lend the money - by buying the ccn 







1 


Dealer tries to find 




De 






De 


H ions - 



Dealer sells 

to repurchase 
them at a higher 

future date. 




by buying sccurilies, i>. 
less than the market 

Tin. is so investor avoids 
value as collateral, falls. 








Short-term 
investor sells 











Match the words in the box with the definitions below, look at A and B opposite to help yc 



3 Commercial paper 

4 Certificates of deposit (CDs) 

b are short-term, liquid, safe, and sole 
c is guaranteed by the government, 
d are short-term exchanges of cash !o 






Islamic banking 



Interest-free banking 

because it is against certain ethical or religious beliefs. For example, in Islamic countr 

and major financial centres there are Islamic banks that offer interest-free banking. 



of new companies. (See Unit 28) 


capitalists or risk capitalists who be 


Types of accounts 




Current accounts in Islamic banks give 

' : : ^: : Y ' :'" ; . . :'i • ,,". ;..■..,., 

depositors to withdraw their money at 


he depositors and the hank, which 



iic banks do not usually grant overdrafts on c 
pay a return to depositors, depending on the In 1 1 it is, its ability to ear 

a profit. Therefore the amount of return depends on how much profit the bank makes in 
a given period. However, these payments are not guaranteed. There is no fixed rate of 

amount invested, is not fixed I il 1 t ,„ 

cannot be withdrawn before niamnn. They receive a share of the hank's profits. In 
theory, the rate of return could be negative, if the hank makes a loss. In other words, the 



Leasing and short-term loans 

To finance the purchase of expensive consumer goods for personal consumption, Islamt 
arrangement. (See Unit 24) Another possibility is for the bank to lend money without 

If a business suddenly needs very short-term capital or working capital for unexpected 
purchases and expenses, it can be difficult to gel n under the PIS system. On the other 



Conventional banks Islamic 

• Pay interest to depositors • Give 



26.1 Match the mo part, of the sentences. Look at A or 
1 The basic feature of Islamic banking 



(igetl 


5% on ,uv current account and 3% on 


mysavtngsaccot 


n,) 


^ 


flffi 


^Wet^e of return on my savrngs a 


count, depending 


onthe , 


^A 


f If I op 


sSS^'™ 


^ofthfblnk 


spS 



r ^ the t 



rveryday purchases and expenses. 




Money supply and control 

I Measuring money 

Professor John Webb, the banking expert we met in Unit 23, continui 
J^ What is the money supply? j 



es up only a vi 






This only includes currency am 1 : hank deposits that customers can 



< What about spending? j 



Changing the money supply 

amount of things pe< >pl< can : hiv 

1 n ^ " '.:...■:.::■'..,■ i vn,k short ■term fund 

commercial banks. The lower interest rates are, the more money people and busint 

i ill v around 8%. The more a bank has to ke 
less it can lend. 

and if the central I v ! , ' the commercial banks have more money to k 



arist economists are those who argue that if you control the money supply, you can 
I inflation. They believe the average levels of prices and wages depend on the 

by too much monetary growth: too much new money being added to the money 

,cd economic activity: more goods being sold and more services being performed. 



3 Venture capital 



Raising capital 




Alex Rodriguez works for a venture capital company: 




'As you know, new businesses, called start-ups, are 








stocks or shares lo the general public. They have to 




find other ways of raising capital. Sonic very small 


-i -'.- 










1 t companies need to get 




capital ironi somewhere else. As everybody knows. 




banks are usually risk-averse. This means they arc 




unwilling to lend to new companies where there's a 








there are firms like ours that specialize in finding 




venture capital: funds for new enterprises. 


^v mr 1 


Some venture capital or risk capital companies use 




their own funds to lend money to companies, but 




most of them raise capital hoc :::: ;: : 




institutions. Some rich people, who banks call high 




ill angels or 


., s, also invesl in start-ups. Although new companiei 


risk, they also have the potential for rapid growth and consequently high profi 




and insurance companies are increasingly investing in new companies, particulai 


Note: Venture capital is also called risk capital or start-up capital. 


Return on capital 


'Venture capitalists like ourselves expect entrepreneurs - people with an idea ti 


new company - to provide us with a business plan. (See Unit 50) 


Because of the high level of risk involved, investors in start-ups usually expect 


than average rale of return the amount of money the investment pavs - on tl 


If they can't get a quick return in cash, they can buy the new company's share; 


successful and later k-amics Inch means ir is 


stock exchange, the venture capitalists will be able to sell their shares then, at ; 


This will be their exit strategy. 




need further capital to expand before they join a stock exchange. This is often 


mezzanine financing, and usually consists of convertible bonds - bonds that ca 


converted to shares (sec Unit 11) - or preference shares that receive a fixed div 


Unit 29) Investors providing money at this stage have a lower risk of loss than 


investors like us, bur also less chance of making a big pr< 


>fit.' 


BrE: preference shares; AmE: preferred stock | 



28.1 Complete the crossword. Lo 




Stocks and shares 1 



Stocks, shares and equities 

Stocks and shares are certificates representing part ownership of a company. The people \ 
quoted companies arc bought and sold arc called stock markets or stock exchanges. 

Going public 



mited company (PLC) by 



fxpanland 


decides to go public. 




i.i. tii.l 


ank about how many shares 
at what price. 




topr C oZT 


y r^Zr untmts 




The compan 

cs-pluins ir, 


y produces a prospectus which 
nancial position, and gives 
the senior managers and the 

jits from previous years. 




(uSZ 


y makes a notation or IPO 




Anmvestme 


tf bank underwrites the stock 






debts, profits, losses, etc. (See Units 






Ordinary and preference shares 

nominal value) that must be paid before holders of ordinary shares receive a dividend. 

company goes bank ; - because it is unable to pay its debts. If the 

company goes into liquidation has to sell all its assets to repay part of its debts - hold 
of preference shares arc icpaid before other shareholders, but after owners of bonds an. 
other debts. If shareholders expect a company to grow, however, [hoc generally prefer 
ordinary shares to preference shares, because the dividend is likely to increase over time 

Professional English in Use Finance 



prospectus 

preference shaK 

stock cxchn, W - 



>m panics can apply to join a stock exchange. 

icni banks sometimes have to buy some of the stock' 

e diligence report is produced by the company's own 



29.3 Make word combinations using a word or phra^ 
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Bl Stocks and shares 2 



Buying and selling shares 

ie primary market - t 



lied the Mi mill in m uku 



which the 

\l.i|or snick exchanges, Mich as New York and I ondon, 1 
publishing financial information for sharchok; 
(OTC) markets, such as NASDAQ in New York and the 
(MM) in London, which have fewer regulations. 









luring trading hours 



at on the s 



systems that match up buyers and sellers. Othet markets have market makers 
stocks who quote bid (buying) and offer (selling) prices. The spread or differe 



New share issues 




Companies that require further ca 


pital can issue new shares. If t 


existing shareholders first this is k 


nown as a rights issue - becau 


shareholders have the first light ti 


buy them. Companies can als 


part ol their profit or retained eai 


lings. This means lurning ilici 




eholders instead of paying the 




hiding scrip issue, 






secondary market. These are then 


called own shares. 



Categories of stocks and shares 



-tend toe 
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rs snd, 
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m funds. 
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in vail, 


. Most tcdinc 




te growth 


s.oeks. 










areholders' eq 


owners' equ 


t) increas 


es. This 


ams 


•s the stock 




,sc. (See 


Unit 11) 


Income stocks: Stocks 


that hav 


ea 


istory of pa 


ing con 


istently 


high dividends 


Defensive st 


Dcks: Stocks that p 




le a regular 


ividene 


and sta 


le earnings, b 


value is not 


expected 


) rise o 


fall 


very much. 








.: Stocks that inves 
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icheve are c 


rrently 


r.uling f 


ir less than th 



30.2 Are the following stater 

2 NASDAQ and the AIM have more n 

London Stock Exchange. 

3 The market price of stocks depends on how many 
sms do not require inarkcl 

profit from the difference 



i ul.ui is than the New York Stock Exc 



5 Market makers ma 
30.3 Complete the sentenc. 



and (.of 



aloTaLfa^ptytaSnlwf™ 


b 


the company started to cut its dividend 
and reinvest its cash in the business. 


probahly r,se again. 








The stocks of food, tobacco and oil 




The financial director announced a 


in periods ofTcTnomic expansion ZT 










The company is planning a 






Pension funds and insurance companies, 




share for every three existing shares. 










We have bought back 200,000 ordinary 
shares, which increases the value of our 






bttm"T m ™ a st,n Pr0fitinthe 


















Shareholders 



Investors 

Stock markets are measured by stock indexes (or indices!, such as the Dow Jones 
Industrial Average (DJIAI in New York, and the 1TSE 100 index (often called the Fool 

fallen considerably on a single day (eg Bhcl I In 

DJIA lost 22.6%). 

Financial journalists use some animal names to describe investors: 



nand than available s 



most of them fall in value is a bear market. 

Dividends and capital gains 

■• 'i .■■■ ' 

rise. Stockholders can then make a capital gain - increase the amc 

- by selling their stocks at a higher price than they paid for them. Some stc 

prefer not to receive dividends, because the tax they pay on capital gains is lower than the 

marker they are either cum div, meaning the investor will receive the next dividend the 

include ihc estimated value of the coming dividend. 

Speculators 

Institutional investors generally keep stocks for a long period, but there are also 
speculators - people who buy and sell shares rapidly, hoping to make a profit. These 
include day traders -people who buy stocks and sell r lie in again before the settlement 
day. This is the day on which they have to pay for the stocks they have purchased, 
usually three business days after the trade was made. If day traders sell at a profit before 
settlement day, they never have lo pin lor ill, ir shares. I)a\ traders usually work with 
online brokers on the internet, who charge low commissions - lees for buying or selling 
stocks for customers. Speculators who expect a price to fall can fake a short position, 



dune 1 : Sell 1 ,000 Microsoft stocks, to be delivered dune 4, at current market price: $26.20 

June 3: Stock falls to $25.90. Buy 1 ,000 

dune 4: Settlement day. Pay for 1 ,000 stocks @ $25.90, receive 1 ,000 x $26.20, Profit $300 



31.1 Label the graph with words from the box. Look at A opp, 




^ 



31 .2 Answer the questions. Look at A, B and C opposite to help you. 
1 How do stags make a profit? 




Share prices 



Influences on share prices 



rices can go up or down and the question for investors - and speculators - is 
rice changes be predicted, or seen in adxance? When price-sensitive informat 
tat affects a company's value arrives, a share price will change. But no one 
hen or what that information will be. So information about past prices will 



Predicting prices 

■ The random walk hypothesis. Prices move along a 'random walk' - this means dai 
day changes are completely tandom or unpredictable. 

■ The efficient in . Jy or exactly reflect al 




i it studying past share 

prices does allow them to forecast future price changes. They believe that market prices 
result from the psychology of investors rather than from real economic values, so they 

■ Fundamental anal y ■..,• j] analysis: it ignores the behaviour 

' le, which might he diffuv 

reflects the p 



C.ThiMT 

■f the fun: 



te frot 



re not efficien 



Types of risk 

An.iK srs distinguish between ■ . . .ystcmatic risk. Uns; 

sales. Investors can reduce die. 

example market risk cannot be avoided by diversification: if a stock mat 



s. Look at A and B opp 



e ethcic 



et hypothesis if 



Fundamental analysts believe that 

studying charts of past stock prices allows you to predict future change* 

stocks me correctly priced so ii is impossible to make a profit by findinj: 
j'ou can calculate a stock's true value, which might not be the same as n 
it is impossible to predict future dunces in stock prices. 



3 r false? Fine 



1 Fundamental analysts think that stock prices depend on psychological factors - what people 

4 Unsystematic risks can affect an investor's entire portfolio. 
32.3 Match the theories (1-.?) to the statements (a-c). Look at B opposite to help you. 
1 fundamental analysis 



c. When new inlon 



Bonds 



| Government and corporate bonds 

Bonds are loans to local and national eoverr 
of bonds 

the loan 



' " !'■ 



the US they are called Treasury notes, which have a maturity of 2-10 years and Treasur 
bonds, which have a mafurity of 10- 30 years. (There arc also short-term Treasury hills 
whrch have a different function: see Units 25 and 27.) 

Companies issue bonds, called corporate bonds, because they can usually pay less interes 
ii ■ bondhokk i s than they would have to pay if they raised the same money by a bank 
loan. These bonds are generally safer than shares, because if a company cannot repay its 
debts it can be declared bankrupt. II tins happens, the crcdi.ors e;,n force the company t, 

Borrowers - the companies issuing bonds - are giycn credit ratings bv credit agencies sac 
as Standard \' Poor's and Moody's. This means that they are graded, or rated, according 
to their ability to repay the loan to the bondholders. The highest grade (AAA or Aaa) 

to repay the principal. Lower grades (e.g. Baa, BBB, C, etc.) mean an increasing risk of 
the borrower becoming insolvent - unable to pay interest or repay the capital. 

| Prices and yields 

and offer prices with a very small spread or difference between them. (See Unit 30) The 

that new borrowers have to pav a higher ure tin I „l I ilut If interest utts 

Consequently the yield of a bond - how much income it gives - depends on its purchase 
prrce as well as its coupon or interest rate. There are also floating-rate notes - bonds 
whose interest rate vaties with market interest rates. 

| Other types of bonds 

When interest rates are high, some companies issue convertible shares or convertibles, 

"■Inch are bonds thai the , ay ncr can later change into shares. Convertibles pay lower 

with the convertible option. 

; ''■•■"■ 0' ;r ■■-• i "'- '^" [ ' " :,i 'T', n„J o.paid at !mr,. ai .nV.'u, .t>. X^se' ray , e'^'-, . ' ' 
interest, their owners don't receive money every year (and so don't have to decide how to 
reinvest it); instead tl i ' am at maturity. 

Bonds with a low credit rating (and a high chance of default), but paying a high interest 
rate, are called junk bonds. Some of these are known as tall 

finance leveraged buyouts. (See Unit 40) " 









33.1 Match the won 






7 the amount of interest that a bond pa 



33.2 Are the following statements 
1 Bonds are repaid at 100% 



8 Junk 1 









1 Which is the safest for an investor? 

A a corporate bond B a junk bond 

2 Which is the cheapest way for a company to ra 



Futures 







changes in the price. If they both agi 
protected from a fall in price and thi 

protected from a rise in price. 

tonofcoppei or 100 ounce of gold) md fi II 1, 

months) -that are traded on a special exchaiu liudual, non- 

Sometimes, however, short-term demand pushes the spot 

This i-. called backwardation. 






Future; 
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to prolit from p 



More 
I 


■ recently, financial futures have been developed. These are sta 

d on exchanges, to buy and sell financial assets. Financial asse 

;s are used to fix a value for a specified future date (e.g. sell ei 
>f€l for $1.20 on June 30). 
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34.1 Match the words in the box with the definitions below. Look at A opposite to help you. 



ee is higher than the future price 






J stock prices all 



34.3 Are the following statements true or false? line 

1 Financial futures were created because excha 
regularly change. 

2 Interest rate futures are related to stocks and shares. 

in exchange rates. 

4 You can only hedge if someone who expe 
willing to buy or sell a contract. 

5 Both parties can make money out of the s 



move in the c 







Derivatives 



the future (e.g. 1,000 General I ■lean, sioc 
3 I March). If you buy a call option it give 
the right to buy an asset for a specific prio 




In-the-money and out-of-the-money 

d. For example, if you expec 
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Warrants and swaps 













:e. They are usually issued along with bonds, but they can generalk hi 



2 Options can be used Hi hedge against 






35.3 Complete the definitions. Look at A, B and C opposite to help you. 

1 I are like call 2 I 3 can be usei 

options, but with much give the tight to sell to speculate on interest 

longer time spans. securities at a fixed price | rate movements. 

within a specified period. 

1 If yout put option is out-of-the-money, the seller will gain the 

2 "rou only exercise a call option if the market price is higher than the . 



•J Asset management 



Allocating and diversifying assets 




| BrE: unit trusts; AmE: mutuaTfur 

| Types of investor 






Active and passive investment 
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if the whole market is 
manage the investmen 



Professional English in Us 



Hedge funds and structured products 



Hedge funds 

Hedge funds are pr 



if things go wrong. Despite their name, hedge funds do not necessarily use hedging 
techniques - protecting themselves against future price changes. (See Unit 34) In fact, they 
generally specialize in high-risk, short-term speculation on stock options, bonds, 
currencies and derivatives. (See I Inii !5) IVcause ibci are private, hedge funds do no. 



Leverage, short-selling and arbitrage 

way, the fund can hold much larger positions or investments. Hedge funds inves 

ihcv see opportunities to make shor.-icnn profits, gcncralh using a wide range . 
eleiiwit.ve contracts such as options and swaps. (See Unit 35) They takt a long | 
by Inning, securities dial llici believe will increase in value. Al die same time, th 

called taking a short position. II die price sloes fall, lhe\ can buy them at a [owe 
and then sell them at a profit. 



currency in one market and sellin 
ai a shghtb higher price. In this w 

markets were perfceth efficient), . 
significant profit. 
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an profit from price differences betwee 


Structured products 






Investors who do not have sufficie 
products from banks. These arc c 
counter financial instruments. The 


hedge funds, 


dividualized or non-standard - over-th 
e products (futures, forwards, options 

lependmg on the customer's requirenie 










4 The fact that investors can make a profit from arbitrage shows that markets are n< 

5 Structured products are individualized financial instruments offered by hedge fund: 
37.3 Read the advertisement for structured products from the UBS website, and answer th 





Ij. j|_c_ILtl 


=SfJ==H=S'~l 


c^HSL F 


The major groupings are: 




' sXscontraoiror ^couldbe in' the fonTof^surance "si'ng Of 


forwards, futures or 


' al^ThTp're^^^ 


I!Z^. unde " y,n9 


' undent assets^ buTwhich ailowThe clienUte comeniefce^ 3 


EEE:r ind e, 


" fnTettment buTwhfch altowthe buylr top^rttaipate Mte'^ 


£---"'"" 


surcable^nd^re therefore ToZvatebtetolv^"-,™^ ^^^ "' '" 


vestment. They are not 









3 Describing charts and graphs 
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Mergers and takeovers 



Mergers, takeovers and joint ventures 
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39.1 Complete the sentences. Look at A opposite 

1 I want to work in the mergers and 

New York. 





3 After their' 


leisa between the Coc. 

,-Jnnk leas and coffees. 
. I'nion Bank of Swit/erlanJ and Swiss 




combined asses ol iMKlhn. 






That S ot m> h" i.ii ,i. 

Complete the sentences. Look 

Telecom Italia is looking 
takeover by rival Olivetti 


.J.-. 1'hcn we made a 


39,2 


tother 40% of the company, 
at B opposite to help you. 














Colonial has agreed to a 


takeover by Commonwe: 



the Coca-Cola and Nestle 



Shell Purchases 30 Gas Stations 



ns 



Hotel Chain to Buy Furniture 
Manufacturer to Supply Its New Hotels 



Electrical Retailer Dixons Bids 
for High Street Competitor Currys 



Coca-Cola Acquires Columbia 
Pictures for $700 Million 

BP Now Controls the Entire Supply 
Chain, From the Oil Refinery to the 
Petrol Pump 



iIQ Leveraged buyouts 



r companies that it owns. When the subsidiaries 
the company is known as ,: . ■ 



An inefficient conglomerate whose profits are too low can have a low stock price, and i 
market capitalization - the total market price of all its ordinary shares - can fall below 
the value of its assets, including land, buildings and pension funds. If this happens, it 
becomes profitable for another company to buy the conglomerate and either split it up 

practice, common in the USA but rare in Europe or Asia, is called asset-stripping. It 

shows that stock markets are not always efficient (sec Unit id), and that companies can 
sometimes be uiulei ■ ■ J: the price of their shares on the stock market 

can be too low. Some people argue that asset-stripping is a good way of using capital 
more efficiently; others argue that it is an unfortunate activity that destroys companies 



Raiders 

If corporate raiders - individuals or companies that waul 10 lake over other companie 

borrow money to do so, usually by issuing bonds, the takeover is calico 

buyout or LBO. Leveraged means largely financed by borrowed capital. After the 



financed by issuing preference shares and 
convertibles, this is called me, . 
as it is, in a sense, halfway between debt 
e.|uitv. (See Unil.'.H lor another use of 
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40.2 Match the two parts of the sentences. Look al 
2 If a conglomerate diversifies and doesn't cm 



40.3 Put the sequence of ev 
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iJM Financial planning 

Financing new investments 




Alia Rahal works in the financial planning 

. . : 

new pmjects would be profitable. We 'have to 
calculate the probable rate of return: the arao 
of income we'd receive each vear from the 



Discounted cash flows 

'We usually calculate the discounted cash How value of an investment. This means 
discounting or reducing future cash Hows to gel [heir present values - in other words, 
calculating the present value of money to be received in the future. This is because the 
value of money decreases over time. Firstly, there's nearly always mllation, so cash will 
have lower purchasing power in die iumre: you'll be able to bio less with the same 
amount of money. And secondly, if you had the money now, you could get income by 

ll I I mm. I In. .-. (I I 



rather 



Comparing investment returns 

'II we have to choose among possible hive 
present value (NPV) of each project by adi 









isuallyth 



For example, if you invest $1,000 at 10% for five years, it will yield 1.6 i times its 
original value. So you get back S I ,6 1 0, including $610 compound interest. A discount 
rate of 10% has a discount factor of one divided by 1.61, which is 0.62. So $620 inves 

now will be worth $1,000 in five vear. if it's invested at 10%. 



-n (IRR). That's the ii 



te that 
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Financial regulation and supervision 



Government regulation 

Mei Lee is the compliance office 



Ions <>i gmcrnment controls were removed to make the mar 
freer and more efficient. But a lot of regulations still exist. 
We're still regulated and supervised by government agcncic 
For example, in Britain there's the Financial Services Autho: 
(FSA), and here in the States there's the Federal Reserve lor 
led) and the Securities and Exchange Commission (SEC). 
The Fed supervises banks, and the SF.C tries to protect inve 
disclosure: it makes sure ihai public companies make all sig 
available. And it tries to prevent fraudulent or illegal practii 
such as ..ompanies .iniru.i.illv raising .heir stock price by usi 
mcdiods or issuing false information.' 



J§ 



Internal controls 



This information is usually price-sensitive: if you used il you could make the share price- 
change. This gives the people in M&A huge opportunities for profitable insider dealing, 

I ' ,e walls" around departments that have 

confidential information. This means having strict rules about not using or spreading 
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id C opposite to help you. 






4 disguising the source of money acquired from criminal activities 

5 adjective meaning dishonest and illegal (intending to get money by deceiving people! 

7 to watch something to make certain dial ii is being done correctly 
42.2 Match the two parts of the sentences. Look at B and C opposite to help you. 

1 Criminal organizations try to hide the origin of illegally received money 

2 People with privileged, confidential information about a stock could make moiu-v 

3 Some banks might try to get business from companies, e.g. issuing stocks and bonds, 

4 Some companies might try to make their auditors less rigorous 

a by acting on that information and buying and selling the stock. 

c by moving it through lots of different companies and bank accounts. 

d by not following accepted accounting methods or by publishing false information. 
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suspicious trading is increasing 



25 years after 

bankers say there's still too much 



International trade 



Most economists believe in free trade - that people and companies should be able to buy 

The comparative cost principle is that countries should produce whatever they can make th 
most cheaply, Conni id income if they spcciali/.c in (he 

production of the goods and services in which they have the ! 



Conn 



imparative advantage - 1 



Balance of payments 

Imports are goods or services b< 
country. Exports are goods or si 



sold to a foreign 



opposite is a negative balance of trade or a tr 
deficit. Trade in goods is sometimes called vis 

sivmeiUs. 




Protectionism 

Governments, tinlike most economists, olten vv 
these include agncullui e - so that the country 
industries that would be necessary if there was 
impossible. Governments also want to protect < 
Many governments impose tariffs or import ta 

Africa and Ihc Americas. 



NVHilOU 



ariffs, in Europe, Ai 



The World Trade Organization (WTO) tries to encourage free trade and reduce 
protectionism: restricting imports in order to help local products. According to the WTO 
agreement, countries have to offer the same conditions to all trading partners. The only 

other restrictive measures. Various international agi cements also forbid dumping - selling 
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ured goods tend to ha 
a trade .(7) 



to the quantity of goods that can lie imported is a . (5) 

own Adding trade in services to trade in goods gives you the of (7,8) 

ol dollusleucthc USUnui icu bee his,. Ih. u.unm hi illiquid 



4 ,:':.,„ «^ 

l.i The has established rules ol track 




Exchange rates 



Why exchange rates change 



I or example, ifiiiHar.<.ii increase-, in tin- U.S. the dol 
In fact, PPP 



purely speculative, ai 






Fixed and floating rates 

For 25 years after World War II, the levels of most major currencies were determined by 
governments. They ■ ,. from 1946-67, one 

one thirty-fifth of an ounce of gold, and the US Federal Reserve guaranteed that thc> 
could exchange an ounce of gold for $35. This system was known as gold convertibility. 

agreed. Pegging against the dollar ended in 1971, because following inflation in the USA, 
the Federal Reserve did not have enough gold to guarantee the American currency. 
Since the early 1970s, there has been a system . rates in most western 

currencies in the foreign exchange markets. A nge rate means one 

which is determined by market forces: the level of supply and demr 



.'.■.lu-i, 



■; if th( 

i 20(12, duel 






Government intervention 







3y Financing international trade 

Documentary credits 

A i.omp.im which sells goods or services lo oilier countries is known .is .in exporter. A 
company which buys products from oilier countries is called .in importer. Payment for 
imported products is usual!;. jj t . J His is a 

written promise by a bank to pav a certain amount to the seller, within a fixed period, 
when the bank receives instructions from the buyer. 
Documentary credits have a standard form. They generally contain: 



■ a final shipping date 

■ a final date (or expiration date) for presenting the documents to tl 



Bills of exchange 

which transfers the money to the exporter's bank. This bank rhen pays the money to the 
exporter after deducting its charges. 

bill is to guarantee to pay it if the buyer of goods does not. If a bill is endorsed by a well- 
known bank, the exporter can sell it at a discount in the financial markets. The discount 
represents the mtetest the buyer of the bill could have earned between the date of 
purchase and the bill's muuirin elate. When the bill matures, the buyer receives the full 
amount. This way the exporter gets most of the money immediately, and doesn't have to 
wait fur the buyer lo pay the bill. 



tges, r , 



,ol'de 






transportation. 

I The bill of lading is a document signed by the carrier or transporter (e.g. the ship's 
master) confirming thai the goods li.m keen received foi shipment; it contains a brief 
description of the goods and details of where they are going. 

■ I he insurance certific the goods and contains details of how to claim if 
ihcv are lust or damaged in transit - while being transported. 

I The certificate of origin states where the goods come from. 

■ Quality and weight certificates, issued by private inspection and testing companies, may 
be necessary, confirming that these are the correct goods in the right quantity. 



2 Letters of credit are only valid for a certain length of time. 
3Ancxponv ;j,hr to change a letter of credit. 

4 The bill of lading confirms that the goods have been delivered to the In 

5 With a bill of exchange, the seller can get most of the money before thf 



45.2 Put the sequence of events in the correct or 
help you. 
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Transport and additional costs 
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Commerce (ICC) - that state the responsibilities of the buyer and the seller. They 
of the cost of the goods. These include 
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The E and F terms 

There are 13 different Incoterms that can be divided into 4 different groups: an E Term 
re), the F Terms (Free, Ma . i, the C Terms {Main Carriage 
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I FCA or Free Carrier means that the goods are delivered to a named place where th 
I FAS - Free Alon 1 I the qnav next to 



I FOB -Free On I 



eans that the seller pays for loading the goods onto the s 



The C and D terms 

transportation of the goods, but not for the pa> mem of customs duties and taxes. 
Transportation of goods is also known as freight. 

■ In CFR - Cost and Freight (used for ocean freight) and CPT - Carriage Paid To ... 

■ In the terms CIF- Cost In ii , L d for ocean freight) and CIP - 

id To ... (used for air freight and land freight), the seller 



oihcc 



le D Terms, the s 






■ InDAF-Dcli '■■ preparing the 
documentation and getting the goods through customs. 

If the goods are delivered by ship to a port, the two parties can choose who pays for 
unloading the goods onto the quay. The two possibilities are: 

■ DES - Delivered Ex Ship - the buyer pays for unloading the goods from the ship 

■ DEQ - Delivered Ex Quay - the seller pays for unloading the goods from the ship to th 






ough c, 



ir, there 










PORT OF DESTINATION 




Insurance 



Insuring against risks 



organiza 


oris can 


make regular paymen 


s, called premiums, to an insuran 


c company 


which ,1C 










make a 






policy, with the insura 




ny - also known as the 




contract 




that the company wil 




you suffer loss of otd 


mage to 




or sick, 


ess or personal injury 








There arc 


various 


losses which people o 


businesst 


s can insure against: 




■ th 


ft - som 


eone stealing their gcx 


ds or pos 


essions 




■ cla 


rage In 


. 


uch as floods, earthqua 


kes and hurric 


If proper 


V is stol 


i or damaged, the pe 


son or company who is insured makes a claim - 






tion - from the insur 




rer will then indemnify 




them: that is, pay 






alent to the loss. As the 


number of 






eems to be increasing, 


so are the 




operty, and th 


will lead 


o highc 


insurance premiums. 








In [he pa 


1, many 


people buying insuran 


ce used in 


fependent brokers - pe 


pie who 


searched 




ance at the lowest cos 


, or agent 


- people working for [lie insurance 


company 




retail banking, the in 




ust.) has changed in re 


-ent years. A 


lol OM1.S 




now sold direct, by te 


ephoneo 


on the internet. This c 


n he cheaper 


than mst 


ance bo 


ight over the counter 


rom a br 


ker or an agent. 




Life ins 




and saving 








Life insur 




.called assurance) will pay an a 






example 




band or wife, if you d 


e before a 




use life 












t pays a eerrai 










m work. As with pensic 


„ plans, life 






are tax shelters, or a v 


■ay of pos 




You do not 






e tax on life insuranc 






- a single, 


large ami 


untofn 


oney paid out when a 


n insuran 


e policy matures -will 


ic taxable. 


Insurance companies 










compai 




loncy the 




. Like pension 




ge institutional invest 




















The largest insura 


nee market in the wor 


d is Lloyd 


a. This is an 


association ol 


people ca 


led und 


rwriters, who guaran 




unify other people's possible losses. 


Lloyd's st 






s: groups of wealthy in 




commonly known 


as 'names'. These pec 


pie can e. 


ma lot of money from 


usurai.ee 






Many ins 


l4,ii 






• ,-, 
















phone i, 


tolcn. (9) 




If you 111: 


,, .1 l-, : , CI.IM 


COM Of VOl 




i prob.ibk v< 


up. (7) 


Sir 1 ,1>T 






When ! i 






in rind n 


llu Ih i d, 


.(6) 


FxpoiliT 




l- ;;oiKk m 









when people stopi v - ! 



z ~ 1 i i i n z 

z%b, 

[ZEE! I " | I I b 
M I 1 I " 




rofessional English in Use 



iiijj The business cycle 



Expansion and contraction 

All market economies have period! 



I liesc periods are alwavs iollowed by periods vvlicn spending 



upturn or upswing. II 



ting recession is called a d< pressiot 
trough, which is followed by a 



Fiscal policy 








Goverr 
govern 


' s e i 


xinks use fiscal policy 


mit the e 


Ifane 

la-bye 


Ibis HUM 

itting lev 


, 


nto a recession, the go 
ct or indirect tax so th 


1) in ins 
it indivR 


If an economy is 
at full capacity a 

fiscal policy. Tin 




ng - expanding too q 

ices and inflation, the 
ying to cool down the 


icklv-it 
bb can. 


econon 


icactivit 


byraisi 


g tax rates or cutting 


>ovemmc 



1 of dc 

Monetary policy 

the lexe! iliuniii ill I K to lnflm nee the IcmI ol economic icmin (SeeUnit27) 

if the economy is growing too fast and causing inflation, they can slow it down by 
increasing interest rates and reducing the rate of growth of the money supply. 
The main reason for having an independent central bank (see Unit 23) is to prevent 
governments from en mess cycle - a cycle that will be at a high point at 

the time of the next election. Governments can do this by beginning their periods of office 
with a couple of years of policies designed to stop the economy from growing, followed bv 

,,! ' ;i1 :: ' ' '■ . i. .:,:..: :ed but is not good for 

economic stability. An independent central bank makes this less likely to happen. 



48.1 Label the graj 



ic box. Look at A opposite to help you. 







If 


he governmen 


thinks the 


conomv is c 


ntra 


ting too 


1-1 
If 
If 


lljwk „,w 


Ives 








he governmen 




sonoiny is g 




g too qt 


M 


onetary policy 


involves 








in 


eresr rates anc 


the monev 


upply. 










tes and cut 








ra 


i:!;:'!'' 


:::::;, 


ts spending. 


adv 


ntage. 


nc 


verbs in A an 


B opposite 


with the .oil, 


win 


meanin 


>g 


t bigger or ma 


ke bigger 


tog 


tsm 


aileron 








Taxation 






Direct taxes 






: ■ ■■!■ ■ : a . : /; ■ m 

I Individuals pay income tax on their wages or salaries, and most other money they 

stocks or shares. This is usu 1 1 1 1 lint much lower rate than incon 

I A capital transfer tax (commonly called deatli duty in Britain) is usually imposed o 



Indirect taxes 



use after the compan 
rdends received from 

and their employees 
nch the government u 


on their profits. Business profits ; 
- pays tax on its profits, the share 

also have to pay taxes (called nat 
ses to finance social security spen 


re generally taxed 
holders pay income tax 

onal insurance in 

ling - unemployment 






on tax; AmE: income tax 



e often charged on goods imported from abroad. (See Unit 
s is usually progressive: people with higher incomes pay a higher 
a higher percentage of their income) than people with lower 
ich as sales tax and VA I .in i ailed proportional taxes, imposed 



Non-payment of tax 

advantages instead of taxable money, called perks, su 






.often i 






n, Mon 



..the 



t ,.i\ man Islands, and the Bahamas. 
1 Ising legal methods to minimize your tax burden -the amount of tax you have to pay - is ca 
tax avoidance. This often involves using loopholes - ways of getting around the law, because i 
an error or a technicality in the law itself. Using illegal methods - such as not declaring your 
income, or reporting it inaccurately - is called lax evasion, and can lead to big penalties. 

Professional English in Use Finance 



ositc to help y< 
coholic drinks 
jmpany profits 



1 « apir.tl S ains arc generally laxed at a higher rate than 

3 Sales taxes can be both proportional and pioy.rcssm. 

4 I'xeise duties are extra sales raxes on selected product 



8 Perks and loopholes are forms 
Find five verbs in A and B opposi 



I] Business plans 



Market opportunities 



probably require financ 
1 your project, you will 
ften called an Executive Summary 



The company, the product and the market 



started and how it r 


as grown, and gi 


es a h 


story 


of sales am. 


profits. It ties 


ribes the 


company today, anc 


the plans for the 


future 










The second chapter 


describes what y 


u aire 


dys 


11 or want n 


sell. It explai 


as what 


differentiates the pr 


)duct or service f 














i the benefits or ; 




gesf 




-hov, it'will 




people's lives! 














The chapter on the 


•narket describes 


ne ind 


str> 


you operate 


n, the marke 


segments, 


the other firms in th 










e industry, an 




trends - forecasts fo 


r the future - and 






al opportun 




what lix 








upl 


n to reach th 


em. It explain 


s how vou 






)ur 




vice and why they will 








"vol 


: it 


trategy, inclu 






u plan to achicvt 






tising, publi 


ity and sales promotions 
















The chapter on the 


nanagement lean 


gives 


leta 


s about the most impoitai 


t staff. The 


chapter on strategy 








arketing, pric 






and how you are go 


: . . . . . 


theme 


rear 








The financial analysis 












The financial analys 


s gives details of the his 


one 


• 


e, if it is an e 


isting 


company, and descr 




issets. It explains 




ess needs 


funds, and gives sales forecasts (the si 








> achieve in . 






tried or cxpecttr 






temen'islp, 


tit and loss a 


count, cash 












ncome. It wil 


probably 


include a breakeven 


analysis, and an 


nalysi 


of 1 


lancial ratit 






Various appendices 


an come at the e 


d of I 




.„„.S0|.,, 


winding the e 


urriculum 


vitae (CV) of each t 


p manager and p 








your produc 




| BrE: cutriculum vita 


; AmE: resume 





50.2 Complete the sentences. Look at A, B and C opposite to help you. 



fc 









r^7 









Language reference - market idioms 



appear in Unit 38.) 








to jump to soar 

to leap to strengthen 


y 


•" 




\ / 


ara™^ 






i" i"l.pback 


^-^ 


a slide 


to plummet to fall sharply 

to go or fall through the floor 
to plunge or take a plunge 


\. 


i; 













Note: Some verbs have 
fall - fell - fallen. 



regular past forms, for example leap - leapt - 



Language reference - numbers 



Saying and writing numbers 

figures in a foreign language can be difi 



200 


two hundred {not two hundreds) 


1,000 




1,100 


a/one thousand one hundred or eleven hund 




a/one thousand two hundred and thirty-four 




or twelve hundred and thirty-four 


2,200 


■ J '\v;t ImiKMVM 


100,000 


a/one hundred thousand 


1,000,000 


a/one million 


1,000,000,000 




1,000.000,000,000 


a/one trillion 


BrE: uses 'and' in fig 


res - a hundred and twenty-five thousand; 


| AmE: doesn't use 'an 


d' in figures - a hundred twenty-five thousand 


English uses a comm 


a (,) to separate large numbers into groups of t 


from the right. 




12,345 twelv 


thousand, three hundred ;iiilI forty-five 


12,345,678 twelve 


million, three hundred and forty-five thousand. 


Note: English does no 


use a raised eomma(12'345). 


Saying amounts of currency 



Decimals 






English t 
normal!; 


AldT^tsafea 


d'dmaTp 


ers. The n 


1.25 

12.45 
s. 14 159 


twelve point fot 
three point one 


rfive 
our one fi 


emne 


If the dee 


mal is a unit (of mo 


ley, for ex 


ample), hot 


87.65 
$87.65 


eighty-seven point 


xfive 
at cighty- 


even sixty- 



7s a fifth 


wo thirds 


AmE: a quarter, a fourth 


Ordinals 






1st (the) first 60th (the) sixtieth 
2nd (the) second 61st (the) sixty-first 
3rd (the) third 62nd (the] sixty-second 
4th (the) fourth 100th (the) hundredth 
5th (the)fiftli 1,000th (the) thousandth 
6th (the) sixth 




47th floor ' 






i„„, 


^r^-J 


Saying sequences of numbers 






is called zero (or sometimes in Britain, nought). 






glish uses oh. 


imbers,bus 


numbers, etc., 





704 





m 



0202-456- H 


: d °t';::l 


uble 


tour fi 
five, do 


ibleti 


one ft 


d< 


uble three dc 


uble 


Bri- 


oh; AmE: zero 


0255-226-3. 


ton r 






BrE: doubl 


oh; 


\mE: zero zero 


hafaMmg 


;™,h„S"'h 


i the 


tl of eat 
end of 


;«;;; 


p of 






he last on 


, which 


00 44 1223 325 566 




















Numbers 

When a nun 


as adjectives 

ber is used as pal 


tof 


„ adiee 


ve,it 


isalw 




Sing u,at,e 


itdc 


esn't 


have an 


If you find s 

newspaper, . 


ight Wa 


., four-sylla 
s difficult, p 




epho'n 


gn 


It^Z 


and 


ddia 


"or 



Language reference - word stress 



■ One syllable of nouns [■business), verbs Unrest), adjective; 

o is stressed. 

■ Prepositions [in, at. to), pronouns [he, me), and articles (a, 
1 The usual rule for two-syllable words is to stress the first syllal 

1 Most three-syllable words arc also stressed on the first syllable, 



are reduced to three. This means thai these words arc stressed on the first sx liable. In the 
examples below, the letters marked [ | are not pronounced. 
business interest interesting secretary dictionary 
5 However, there are lots of exceptions to these rules. The most common one is that most (Latin) 



second syllable of the verb. 

We're looking for puauce - ■ we need someone to fi'mmee the company. 

T\\o-s\ liable words that follow this stress pattern include: 
conduct decrease increase refund 



rords are also adj. 


:ctives (a 'perft 


el product, J 


n imiiort /,,,, 


■rier), they are sties 


Where the adject 


iecond syllable 


, like the verl 


miciplcolfl 


te verb (perfected, 



lo not normally change the three-sv liable rule, so 'advertisin 
in the first syllable, although they are four-syllable words. 



" I!""z dscn t/,i!;; '"'itzttr^'zi 


;:,;!:;;» 


(■<>;> /'/ucrchil i'i'ih.1)! cmlly 'annual indi 


'dually 


eon'verlible conrcrii'hilily di' versify 


a the pre 


■:■■(:■<:■!<>>;.: ..-..■.■:■ ■■.■:.,.■ 




The last letter of a group of initials is usually stressed. 




ACM ATM El J, S WO LB'O OTC 


PL'C 



USA VAT 



Language reference - British and American vocabulary 







Articles of Associatio 


ing (AGM) Annual Meeting of Stockholders 


balance sheet 




iEEsir 


^irtiij P rime rate 

ATM (Automated Teller Machine) 


HS^tr 


convertible bond 




cost center 
accounts payable 
checking account 
accounts receivable 
i I i ,, ,,'tization 


tendaf ^7 ^'^ 


il Meeting (EGM) Special Meeting 


fixed assets 


property, plant and equipment 


gearing ^ 


initial public offering (IPO) 


=fpAs 


chief executive officer (CEO) 
ociation Certificate of Incorporation 


petrol 


bill 

common stock 
overhead 
treasury stock 

'list''!'"™ 

preferred stock 


profit and loss accou 


t income statement 


shareholders' equity 


siockholders" equity 


shopping centre 


BSr 6 ™ 11 


Evtlkrtche ue 


count of the inventory 


trueUdfeVview 


fair presentation 


visible trade 


merchandise trade 



Answer key 






FLli |'B | | R | H ho I V, 

izrpizszHTp 

~V |"b|"o | n|d | t 
^TTTdI FFY7TTTTT1 



:eepmg, a bookkeeper 









6.2 1 misconduct 3 net profit 

6.3 1e,2a, 3b,4c, 5f, 6d 



true - Areas in which the choice of policies can ma 


ke a big difference include dcprcci.uu: 


[and] the valuation of stock or inventory 




false - companies have to give a true and fair view 










torical cost principle: the original pur 






true - some countries with regular high inflation ... 


nsc inflation accounting systems thai 


account of changing prices 










assumption 




dis'close 


disclosure 


- 


- 


objec'tivity 


objective 


'recognize 


recognition 


- 


- 


subjectivity 


sub'jective 


'verify 


verification 


'verifiable 



comply with procedure 



ktc^h m^ m 


- 


'accuracy 


'accurate 


com'ply 


compliance 


- 


recom'mend 


r t -...„iiu,'liU<ti..n 


recom'roended 


re'eord 


'record 




ex'amine 


exami'nation 


- 



the credits i i jual liabilities plus capital (or A = L + C) 

4 true - shows the company's liabilities, and its capital or shareholders' equity ... Part of tr 
share capital - the money the company raised by selling its shares 

5 false - assets equal liabilities plus capital 

6 true - Liabilities are obligations to pay other organizations or people: mono that ilic 

11.2 1 Suppliers 4 Liabilities 



1 2.3 Current assets: cash in the hank, debtors, stock 
Intangible assets: goodwill, human capital, repufc 



true - accrued expenses are charged agaaist income - that is, deducted from profits - even 
though the bills have not yet been received or the cash paid 

if the company sells shares at above their face value - the value written on them . . . retaine 



Operating activities: Changes in operating assets and liabilities, Depreciation and amortiza! 
expenses, Income taxes payable, Net income 

Repayment of debt 

Investing activities: Purchase of plant and cuuipmcni. Sale of piopcrry 



1c, 2a, 3b, 4d 

1 D, 2 E, 3 A, 4 C, 5 B 



\.l'rmMn-;c|-'W 




/ I 




Bad debts 




/ 




Components 


/ 






Electricity to run machines 


/ 




J 


Electricity for heating 




/ 




Equipment repairs 




/ 




Factory canteen 




/ / 




Overtime pay 


/ 






Raw materials 


/ 




• 


Property tax 




/ / 




Rent 




/ |/ 


J 



inglish in Use Finance 



20,2 
20.3 














ad'vise 


ad'vice 


ad'viser or advisor 


- 


'analyse 


a'nalysis 


'analyst 


analytic, analytical 


■„,.„,,„, 


insti'tution 




insti'tutional 


in'vcst 


investment 


investor 


- 


•value 


Value, valuation 




Valuable 



23.2 
23.3 



I policy, financial stabilit 



2 true - When interest rates fall, people borrow more, and spend rather than save 

3 false - The higher the borrower's solvency, the lower the interest rate they pay 

5 true - The rate that borrowers pay depends on their creditworthiness ... The higher 
borrower's solvency, the lower the interest rate they pay (the bigger the risk, the high 






n.iblc ime, 



es that change according to the 



4 false - Certificates of deposit are issued by banks 

6 true - Certificates of deposit ... are issued by ban 
them in the short-term money markets 



26.2 Customers of Is 

26.3 investment acc< 



5 false -[the 
27.2 broad money 



w^ 



I I ll lie I 

3 false - The company gcrs mdcpcndem 



29.3 offer shares 
go public 
produce a prospccn 



public S prospecti 



30.3 1 value stocl 

2 defensive s 

3 blue chips 



31.2 Possible answers: 



rs can make a capital gain by selling the slock 
bidcnds, which are income. 



x, receive, dividend, re- 
profit, taking, position 



32.1 Id, 2b, 3a, 4c 

32.2 1 false - Fundamental analysis ... ignores the behaviour of investors . 

has a true or correct value 
2 true - Fundamental analysis ... assumes that a share has a true or c 

32.3 lb, 2c, 3a 

33.1 1 principal 6 Treasury bonds 



33.2 1 true -Tin holders oi b 

3 true -The highest grade (AAA Ol 



5 true - floating-rate notes ... whose interest rale vanes with market inrcrc 

6 false - convertibles . . . are bonds that the owner can later change into sh: 



33.3 1C,2C,3B,4B 



4 3 1 true -currencies, interest rates, stocks and stock market indexes fluctuate ... so fina 
futures arc used to fix a value for a specified future date 
2 false - Interest rate futures are agreements to issue ... bonds, certificates of deposit, 



le - the buyer and seller of a financial future have 
ppen to exchange rates, interest rates and stock f 
se - Futures trading is a zero-sum game, because 






35.1 lc,2a,3b,4d 

35.2 1 a, d 4 : 



35.4 1 premium 








diversify, portfolio 


3G.2 


c, 2a, 3b 


36.3 


c, 2d, 3a, 4b, 5e 


37.1 


mtX'alongposirio 


37.2 


false - Despite their n 
true - Most hedge fur 



- they generally specialize in high-ris 



larkets were perfectly efficie 



38.1 
38.2 



I lie price of gold rose steadily during 1985-7, reaching a peak of $500 an ounce 
1987. The price fell again in I9SX-9. I he price flncmated rapidly in I 990, and de 
during 1991 2. After a sharp rise in 1993, it remained stable for four vears before 
dramatically between 1996 and 1999. Gold bottomed oul ar nearly I'M) in both 
2001. Since 2001 there has been a steatlv rise r<> over $400. 



40.2 

40.3 






hist rhmsm.uK il» n 111H itu 
you'll be able ro buy less wirh rhe i 



41.3 1b,2e,3d,4- 



42.2 i 


c, 2a, 3c, 4 


,,5d 


42.3 




fint, 

toiiu. 









8 mic-r-'oi 25 vc Hi ,il 
Since the early I 970s, there h; 



hope ot making a proh 
■nsidcrahlc prulils from the spread between a cu: 
i currency transactions are purely speculative, ai- 
led in 1971, because ... the Federal Reserve did 



ir II, tl 








appreciation 






con'vert 


convcrl.'hililv, conversion 




converted 


de'preciate 


deprecation 




- 


intervene 


intervention 




inter'ventionary 


'speculate 


speculation 


'speculator 


'speculative 



le parties involved agree 



5 true -If a bill is endorsed by a well ki 
wait for the buyer to pay the bill 



sell .1 bill of exchange 
write a bill of exchange 



8 CFR / CIF 
10,11 DAF/CPT/C 
2, 13DDU/DDP 





E 




! p 






i 


I 


~o] 


R E 


7^7] 




i 


~ 


\n 






— 




"l N 


TJT^Jl_ 


f|y| 




T 








•p 


E lu 


1JV^\ 


s u|m| 






'— y 










1'' 


■Mi 


« 


|"s 


T 




Tj 














N l| 










"S Y | N D 


1 "c 


a|t 


E S 




^ 


r| 








[5 


A M 


E "S 








MaMaI-m 





48.3 
49.1 



ss like tobacco products, 



5 benefits 



Index 



.xlvuin.Hl;, 4 = 
,kPs.„j r 



>ri:ji'eij-n,t/a:d3iz/ 12 
ui-ly /'akjaratli/ 32 

iition/.ffikwi'zi^n/ 22,39 



additional ci 



cash flow /'kief ,fbu/ 2: 



3 v a.raujl'eiji"/ 5 



Chinese walls .''.tjdinit/'w.^l/' 


,daun 8i t'kDnami/ 48 


.laia'bilatiz/ 13 










.. | Kinds 'kipnl 


15 


l,u hr , u el knsi 


,brjndz/ 33 




injoraanlsanu'ricn 4(, 




/.kAtant r.'pleismanl 




,k*stama'/ 20 








curriculum v.tae (CV) 


and mjuaranls 'peid tu:/ 46 


/,k:>:p=rat 'gAvanants/ 5 




clca, ,n» bank /'klianrj .bffirjk/ 


corporate raider /,ko:p=rat 


50 



al paper /ka,m3 : jM 'kffiptt* 41 ' day trader /'del, treidg. 

on/ka'trnjan/ 1,31 ,godz 'saokl, 14 di p. d, l 



v ad'va;nttd 3 / 43 CPT - , 



compensate /'kompanseit/ 47 20 debits /'debits/ 19 

competitive /kam'petitiv/ 25 creative accounting /kri.eitiv debt/det/ 2 

comply with /kam'plai wad/ 10 credit /'kredtt/ 4 mlsMaiiiaiil 25 

compounding /kam'paundin/ 41 credit card /'kredit ,ku:d/ 19 debtors /'detaz/ 4, 

conflict of interest /.knnihkl ov creditors /'kreditaz/ 4, 13 'bajrjktApt/ 33 

'ratrast/ 42 credit rating /'kredtt .reitin/ decline ■'di'kluni. SS 

conglomerate /kan'glnnwat/ 24, 33 decrease (n) /'di:kri: 






depreciation Idi.pri-Ji'aS'nl 7,9 e-banking/'ii ,ba=l)kin/ 19 face value /'fe.s ■ 

dcpr.ssio„/di'prc.N/ 4S EBIT/'iibit/ 14 fair presentation /.fcs 

DEQ- delivered ex quay /,di: EBITDA /,i:blt'da:/ 14 lP rezan'teiJ=n/ 7 

il 'kjui dl.livad ,eks 'ki:/ 46 economies of scale /l.konsmiz fall /f D: |/ 38 

dcre.Mil.itc ;,dh'regjatai7 21, 42 av 'ske.l/ 18, 43 fallen angel /.loilan 'cmd.vK 

deregulation /,di:rcgja'le..r=n/ efficiency /I'fi/anl " "" 



discounted cash flow evaluate /I'vseljuert/ 10 'ptemn/ 41 

di.skaonnd'kaaj.flao/ 41 ex div /'eks ,div/ 31 financial restructuring 

discount facior /'diskaunt examination /ig.zaam'nei.M /Tai.llam [M ,i i:\lrvkl .|.>ni.y 

,f«ekt*/ 41 10 22 

■ ' ■■ ■ dt'skauntin/ 41 exchange market /iks'tjeind:, financial results /fai.nienJM 

discount tare 'diskaont ,rett/ .maikrt/ 44 n'ZAlts/ 29 

24, F, 4 1 exchange rate /lks'tjeind 3 financial stability /fai.naenjM 

dismbu.c distribjutt/ 11 a-eit/23,44 sta'bllatV 23 

dui'vcstlt/ar/ 22 executive summary /ig.zekjottv financing /Tama ■iiImii, 14 

dividend /'dividend/ 2 'sAmari/ 28, SO fi sca l policy /.fiskd 'pnl.isi/ 48 

di, idend cover /'dividend exercise an option /.eksasaiz fixed assets /.flkst 'eesets/ 9, 12 

,kAV3./ 15 an 'op/an/ 35 fixed costs /'fikst ,knsts/ 17 

documentary credit exercise price /'eksasaiz ,prais/ fixed dividend /.fifcst 

/.dnkjamentari krcdit/ 45 35 'dividend/ 29 

dnkpimntethn 46 28 ^ iks'tjemdj ,rcit/ 44 

dove, cm,,:. Maunswirj/ 48 export (n) /'ekspoit/ 43 fixed-tetm /'flkst ,t3:m/ 26 

downturn daontam/ 48 , M »>, , ,m . r p . t 4? floating exchange rate /.flautit) 



D terms ■' di: .laimz/ 46 flotation /flao'teiTn/ 2' 



FOB - free on bo 
foll.m' rules ,1'nlr 



gross profit /,graos prnt 11/ e., 14 


inflation accounting /in'fleij 




s.kauntin/ 7 






grow /grau/ 38 


,taeks/ 49 


growth /graoB/ 36, 38 


initial public offering /i.nijs 


growth stock /'graue ,stok/ 30 


, P Ablik 'Dfsrirj/ 22 


health insurance 'hel6 








hedge against /'hed3 3,gentst/ 34 


insider trading /m.saitb 


hedge fund /'hed 3 ,1 end 37 




hedging /'hed3irj/ 37 


insolvent /in'solvant/ 33 


high net worth individual ,ha, 




.net.wjiu.indl'vnl.iin! 












highlydeveragcd '.haili 




'li:vand 3 d/ 16 


ui'Jonroiilssa.iilikal,' 1 



ts /gilts/ 33 



'isible import /m'vizsbl 'propsti/ 47 a,s3ujl'eij>n/ 5 

unpo:t/43 lower of cost or market Jooai merchant bank Mini 



uxe /,d33int 'vent/y/ managed float 

J/'dsA^.bond, 









H/.al'.kMalueanet 
aizobl .vieljui/ 9 






SIt/sla.tf 38* m " 

slightly /Mailli/ 38 



nt/ 38 

iksiimm/ 38 ' 

a peak /,ri:tj 3 'pi:k/ 38 



isi.ii.i 38 






niuni /'|'c3 pri.miom/ 



40 ,tjek/ 19 .krepiti/ 2, 26 

I I I i l[ I I ill I I II I i I J . s/.wjtk.n 

33 ' /,w3:ld 'treid sigsnai.zeif 

supervise /'smpavaiz/ 23 treasury note ."I iv 3 .ii'i ,.];.<>..' 5! 4! 

v;i 'i ■: :; v : s II trend /trend/ 32 write an option .tail . -in 

supply 'so'pkii/ 23,30 trial balance /.traial'bsetants/ 'DpJ" 3 n/ 35 



I ti 49 

tax haven /'talks ,heiv»n/ 49 variable costs /'ve; 

3'naebsis/ 32 ' 'intrsst ,reit/ 2' 

telephone banking /'tellfaun velocity /vi'tosati/ 

terms and conditions /.tarniz 3 v .saikp're^n 

and k 3 n'dlj=nz/ 20 venture capital /,v< 

theft /Bed/ 47 'kajpit* 28 
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